PROCLAMATION

BY THE

Guiernor of the State of Texas

TO ALL TO WHOM THESE PRESENTS SHALL COME:

Senate Bill No. 1, the General Appropriations Act, having been duly certified by the
Comptroller of Public Accounts pursuant to Article III, Section 49a of the Texas
Constitution, has been presented to me for action. The bill would appropriate an
estimated $139.4 billion from all fund sources, including $65.6 billion from the General
Revenue Fund for the fiscal biennium beginning September I, 2005. General revenue
spending would increase by $5.9 billion or 9.8% compared to the current biennium.

As I discussed in my State of the State address in January, Texans have a right to an
unambiguous and understandable state budget that shows how tax dollars are spent.
Senate Bill No. 1 continues the recent practice of combining numerous programs into
enormous line items of appropriation that allow too much discretion in the use of public
dollars. This practice restricts the ability of a governor to exercise the constitutional
authority to line item veto. For instance, hidden in the Parks and Wildlife Department's
budget is $1,000,000 to construct bird watching facilities. Over $18 billion is
appropriated to higher education in lump sums that would require the governor to veto an
entire university to reject any provincial, outdated or ill-advised spending item.

I am vetoing the appropriations to the Texas Education Agency because the legislature
did not make the best use of resources available for public education. By not passing
House Bill No. 2 the legislature failed to make meaningful reforms in education policy,
improve student performance, increase accountability, provide better teacher
compensation, and did not appropriately fund textbooks and classroom technology. The
legislature left an estimated $2 billion on the table that could have been used for these
purposes.

My line item vetoes total $23.4 billion in general revenue and $35.3 billion in all funding
sources. Totals excluding the Texas Education Agency are $576.6 million in general
revenue and $1.7 billion in all funds.

I hereby object to and veto the following items from Senate Bill No. 1 and include a
statement of my objections to each of those items.

Article ] — General Government
Commission on the Arts 2006 200

C.1.2. Information Resources 344252 o $217.354

This veto deletes an appropriation for information resources. The agency should
maintain its computer technology within current funding.

5. Unexpended Balances within the Biennium. Any-unexpended-balances-in
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This veto deletes the ability to carry grant Jund balances from year to year. The agency
should award and make grants in the year funds are appropriated.
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Governor Rick Perry Item Veto Proclamation for 5.B. No. 1

June 18, 2005 Page 2
Trusteed Programs within the Office of the Governor 2006 2007
A.1.1 Agency Grant Assistance $6.:879:264 o UIB

This veto deletes the Governor’s Emergency and Deficiency Grants, 94 percent of which
were transferred by rider to another agency to fund ongoing operations substantially
limiting the purpose of an appropriation to handle one-time short falls or unanticipated
expenses.

24. Contingency Appropriation for Senate Bill 1096. Centingent-upon-the-enactmentof
enate-Bill-1096or-similar-legislation by-the-Seventy-—ninth egislature-Resgular-Sessic

This veto deletes a contingent rider for a bill that did not pass. Article IX Section 14.17
repeals this rider.

27 Contmgency Appropn&tlon for Senate Blil 1 100 —Geﬂaﬂgem—ujm%heenae%mem-ef

This veto deletes a contingent rider for a bill that did not pass.

Article H — Health and Human Services
Department of Aging and Disability Services
Sl Contmgent Appropnatlons for Nursmg Facihtzes and Hosplce Payments
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Governor Rick Perry Item Veto Proclamation for S.B. No. 1
June 18, 2005 Page 3

This veto deletes a contingent appropriation for a new requirement that did not pass.
Additionally, the proposed quality assurance fee would have unfairly penalized nursing
facilities that do not have Medicaid clients by imposing a tax on those facilities for which
the residents would receive absolutely no benefit. Future increases in nursing home
appropriations should be funded with general revenue.

Department of Assistive and Rehabilitative Services
31. Contingency for House Bill 2. Contingent-upon-enactment-of House Bill 2-or-similar
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This veto deletes a contingent rider for a bill that did not pass.

Health and Human Services Commission 20006 2007

B.2.3. Medicare Federal Give Back $154:004,346—$290.251 488

This veto deletes both years of the appropriation to fund the state’s contribution to the
new Medicare Part D benefit for recipients eligible for Medicaid and Medicare services
(i.e, dual eligibles). Istrongly support the federal assumption of, prescription drug costs
Jor dual eligibles. Texas will be a full partner in the success of implementing and
ensuring a smooth transition of dual eligible individuals to the new Part D benefit in
January 2006. This appropriation is based on a preliminary estimate which may not
accurately reflect the final methodology used by the federal government.

I continue to object to the Center for Medicare and Medicaid Services’ interpretation of
the state payment formula (i.e., clawback) and believe it penalizes states like Texas that
have taken innovative steps to provide Medicaid drug benefits, control drug cost
increases, and manage overall program costs trends. I am also concerned about new
state administrative costs associated with the Medicare benefit and believe the Jfederal
government must clarify the federal-state roles and responsibilities in providing
eligibility determination. Therefore, it is my intention to seek Sfurther changes at the
Jederal level as soon as possible to ensure that the calculation of the clawback amount
appropriately recognizes the aggressive efforts by Texas to reduce the rate of growth on
prescription drug spending.

Article HI - Education
Texas Education Agency 2006 2007
All items of appropriation

Contingency appropriation, Rider 94 H45,600.000)

This veto eliminates all appropriations for the Texas Education Agency including

contingency appropriation rider 94. Textbook funding provided by HB 10 is not changed
by this action.

Higher Education Coordinating Board 2006 2007

B.1.10. Strategy: OAG Lawyers Loan Repayment $486:556———$75.000

This veto is intended to reduce tuition costs for law students at Texas public law schools.
The Office of the Attorney General Lawyers Loan Repayment program requires law
students in Texas public law schools 1o pay an additional one percent tuition charge in
order fo fund the repayment of loans for attorneys in the Office of the Atiorney General.
There is no limitation that the funds from the Texas public law students be used only for
students educated in Texas public law schools. This results in Texas public law students
potentially paying for the education loans of students Jrom private and out of state
institutions. This statutory financial aid program should be eliminated, and the tuition
set aside ended in order to lower the cost of earning a legal degree for all public law
school students and to recognize that lawyers in the Office of the Attorney General
received a seventeen and a half percent pay raise Jor the coming biennium.
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Governor Rick Perry ftem Veto Proctamation for S.B. No. 1
June 18, 2005 Page 3

This veto deletes a rider for the financial aid program, the funding for which was vetoed.

Article 1V — Judiciary
Office of Court Administration, Texas Judicial Council

16. Contingency Appropriation for Senate Bill 368. Centingent-on-passage-of Seaate-Bill

qqqqqq

This veto deletes a contingent rider for a judicial salary increase which did not pass in
any legislation.

Article V — Public Safety and Criminal Justice
Texas Department of Criminal Justice 2006 2007
C.1.10 Contracted Temporary Capacity $19.£30.729 $43,814,542

This veto deletes the FY 2006 appropriation for contracted temporary capacity at the
Texas Department of Criminal Justice (TDCJ). The agency received $15.9 million in
emergency appropriations in House Bill 10, but will not spend all of this funding in 2005.
In addition, the appropriation for this purpose in FY 2007 is more than twice the
appropriation for 2006. The projected need for contracted beds, combined with the
lapsed funding over the next biennium does not support this increase. Since TDCJ has
rider authority to move funds between fiscal years if necessary, the agency can use the
2007 appropriation to fund this strategy for the entire biennium. The federal funds
included in this strategy would remain available to TDCJ per Article IX, Sec. 8.02.

This veto deletes a contingent rider for a bill that did not pass.

Texas Military Facilities Commission 2006 2007
All items of appropriation $7:002:367———$17.846.113
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Governor Rick Perry Item Veto Proclamation for 8.B. Ne. 1
June 18, 2005 Page 6

This veto eliminates funding for the Texas Military Facilities Commission. The primary
Junction of this agency is to acquire property and manage facilities for the Texas
National Guard. At this lime of transition, during the federal base realignment and
closure process, it has become clear that the uniformed personnel of the Texas National
Guard require and deserve the direct control of their facilities’ management. This veto is
intended to give the Texas National Guard a more direct way to maintain personnel
readiness through facilities management,

The duties and functions of this agency will be transferred to another entity by Executive
Order.

Article VI — Natural Resources
Railroad Commission

15. Contingency Appropriation: Oil Field Cleanup Account and General Revenue Fee
Allocations. Netwith it o e . )
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Governor Rick Perry Item Veto Proclamation for S.B. No. |
June 18, 2005 Page 7

This veto deletes a contingent rider for a bill that did not pass.

Article VIII ~ Regulatory

Texas Workers® Compensation Commission 2006 2007
E.1.1 Central Administration $3.786,600-—$3 807374
E.1.4. Other Support Services $1,165,847 251164

This veto deletes appropriations for administrative services to the Texas Workers’
Compensation Commission. The transfer of the functions of the Workers® Compensation
Commission to a division within the Texas Department of Insurance is expected to result
in significant savings, particularly in the administration of the agency. This veto deletes
biennial funding for E.1.1 and 2007 funding for E.1.4. to reflect those savings.

Article IX — General Provisions
Sec. 14.37. Contingency Appropriation for Senate Bill 165. Contingent-upon-the

.
£ al Y
- e

- o0 exi

FILED iN THE OFFICE OF THE
SECRETARY OF STATE
O'CLOCK

JUN 1 82005



Governor Rick Perry _ Item Veto Proclamation for S.B. No.
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This veto deletes a contingent rider Jor a new program that did not pass.

Sec. 14.38. Contingency Appropriation for a Judicial Salary Increase.
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Governor Rick Perry Item Veto Proclamation for 8.B. Ne. 1
June 18, 2005 Page 9

This veto deletes a contingent rider for a new program that did not pass.

Sec. 14.44. Contingency Appropriation for Senate Bill 785: Regulation of Quarries. In
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Governor Rick Perry Item Veto Proclamation for 5.B. Ne. 1
June 18, 2005 Page 10

This veto deletes a contingent rider for a new program that did not pass.

Sec 14. 46 Conﬁngency Approprxation for Senate lel | 143 Gﬂﬂ%g%}peﬂ{he

This veto deletes ua contingent rider for a bill that did not pass.

Sec. 14. 47 Lontmgency for Senate Blli 1239 Geﬁﬁﬂgeﬂl—e&%heﬁassageﬂf—se;m%%

This veto deletes a contingent rider for a new program that did not pass.

Sec. 14.50. Contingency Appropriation for Senate Bill 1581. Centingent-upon-enactment
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Governor Rick Perry Item Veto Proclamation for S.B. No. 1
June 18, 2005 Page 11

This veto deletes a contingent rider for a new program that did not pass.

Sec. 14.51. Contmgmcy Appropriation for Scnate Blli 1667 Transfer ()f Radmactwe
Was*te Regulaﬁon

This veto deletes a contingent rider for a bill that did not pass.

Sec 14, 56 Debt Coilecuons —Geﬂaﬂgea{—upe&the-eﬁae&ﬂeﬂm%}use—gﬂmgs;ﬁ

This veto deletes a contingent rider for a bill that did not Pass.

Sec. 14. 61 Contmgency for House Bﬂl 2329 Qeﬂtmgea{—&peﬂ—enaetmem—ef—}{euse-g}u
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Governor Rick Perry
June 18, 2005

{tem Veto Proclamation for S.B. No. |
Page 12

This veto deletes a contingent rider for the Tuition Revenue Bond bill which did not Pass.

I have signed Senate Bill No. 1 together with this proclamation stating my objections to
individual items of appropriation therein. In accordance with Article IV, Section 14 of
the Texas Constitution, individual items of appropriation objected to shall be of no force
or effect. The remaining portions of the bill shall be effective according to their terms.
Since the Legislature by its adjournment has prevented the return of this bill, I am filing
this bill and these objections in the office of the Secretary of State and giving notice
thereof by this public proclamation according to the aforementioned constitutional

provision.

ATTBESTED BY:
F 3
ROGER WILL £

Secretary of State

June 18, 2005
Austin, Texas

i2

IN TESTIMONY WHEREOF, I
have signed my name officially
and caused the Seal of the State
to be affixed hereto at Austin,
this 18th day of June, 2005.

/&cz@eej

RICK PERRY
Governor of Texas
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